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Espinoza [Appearing below is an English-language summary of "Solo el Norte del Pais Resultara
Beneficiado con el Tratado de Libre Comercio" and "Dramatico Desequilibrio Regional en el Pais:
el Buen Avance del TLC, Cifrado en el Norte," published in the 09/09/91 and 09/10/91 issues of
El Financiero. The Spanish original appears in this issue of SourceMex (09/18/91).] As free trade
agreement negotiations progress, new questions are emerging such as the possible differential
impact of the accord by region in Mexico. The accord will likely exert a more positive effect on the
northern border states (Baja California, Sonora, Chihuahua, Coahuila, Nuevo Leon and Tamaulipas)
than on the far south (Campeche, Chiapas, Oaxaca, Quintana Roo, Tabasco and Yucatan states).
Economists fear that the existing gap in Mexico between the north and south will be exacerbated.
Reasons for such concern follow: the north has a more diversified production base; northern
enterprises are more effectively integrated into domestic and foreign markets than southern
counterparts; and, because northern companies have received high levels of foreign investment
and infusions of advanced technology, they are ultimately more modernized and competitive than
enterprises in the relatively isolated south. In the six southern states, poverty is widespread and
structurally rooted. About 55% of the region's population resides in rural areas, and 70% of all
homes in the region lack electricity and sewage facilities. In contrast, 75% of the population in the
northern states resides in urban areas, and only 30% of homes lack basic services. The six northern
states contribute 20% of the nation's GDP, whereas the south accounts for only 8%. Most of the
southern states' GDP derives from the petroleum and tourism industries. Of all Mexican firms
classified as Highly Export- Oriented (Altamente Exportadoras-Altex), 33% are located in the north,
and only 2% in the south. Enterprises in the south are for the most part tied to the local or regional
market, or in a few cases, to the national market. Given heavy dependence on two industries, the
south is characterized by inadequate infrastructure, and low levels of development in primary
sector activities. The border states will clearly reap larger benefits from the trade agreement, in part
because most maquiladora plants are located in the north. The six states account for about 26% of
national manufacturing GDP; 21% of construction sector GDP; and, 20% of Mexico's agricultural
and livestock, trade, tourism and transportation GDP. Although the south is well-endowed in
terms of natural resources, its economic importance at a national level is marginal. The six southern
states stand out only in terms of petroleum production (70% of national GDP), and agriculture and
livestock (16%). The manufacturing sector in the south is small, representing only 8% of regional
GDP. Excluding enterprises linked to the petroleum industry, most firms in the south are classified
as small- and medium-sized plants producing food and beverage, textile, and wood products. For
many years the south has transferred wealth to other regions of the country, resulting in gradual
decapitalization. Economic growth excepting the petroleum and tourism sectors is either sluggish or
non-existent. In 1990, the six southern states received 13.6% of all federal public sector investment
funds, but 74% of total was channeled to oil exploration and production. In contrast, the north is
characterized by a dynamic export-oriented manufacturing sector, which includes not only the
maquiladoras and consumer goods, but also chemicals, basic metals, machinery and equipment.
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Industrial output in recent years has increased at an average 4.2% per annum, well above the
national mean of 2.7%. The manufacturing sector's contribution to regional GDP rose from 21% in
1980, to 29% in 1990. Of all maquiladora plants, 90.6% are located in the border states. The north's
share of federal investment funds, 13.3% in 1990, was distributed in a comparatively balanced
fashion, among rural, urban and regional development projects. The states of Baja California,
Chihuahua and Coahuila account for 93.1% of maquiladora employment, and 91.7% of value
added. Maquiladora employee wages and benefits in the three states are 19.5% above the national
average. Sixty- eight percent of maquiladora investment derives from the US, 4% from Japan, and
2% from Europe. The remaining 25% of investment derives from Mexican sources through subcontracts. The maquiladora industry has succeeded in absorbing workers freed from the agricultural
sector. As a result, the maquiladora sector's growth rate has surpassed overall GDP growth. In the
border states, the number of workers affiliated with the Mexican Social Security Institute (IMSS)
stands at 919,000 and is expanding by 7.3% per year. Only 80,000 workers in the south are IMSS
affiliates, and the number increases 4.8% per year. The trade agreement will surely test the north's
labor supply, and physical infrastructure, including roads, air and sea port facilities, housing, and
communications. However, the border states clearly have the advantage over the south, result of
sustained economic growth, industrial diversification, and export potential. Maquiladora industry
profile in 1990: Mexico, border area, selected northern states Plants Employees Value added Average
wage (million pesos/ (pesos/US$ US$ billions) per day) Mexico 1,930 460,293 10,136,949 11,279 3.362
3.74 Border 1,757 429,706 9,333,307 11,500 states 3.095 3.81 Baja 771 92,621 2,080,242 11,551 California
0.689 3.83 Chihuahua 369 169,117 3,560,801 11,892 1.181 3.94 Coahuila 146 33,474 485,485 8,304 0.161
2.75 Sources: Bancomer Economic Research Department, and National Statistics, Geography and
Informatics Institute (INEGI). Border states and six southern states: economic sector contribution
to regional GDP, 1990 North South Manufacturing 29.0 % 8.0 % Trade & commerce, tourism &
transportation 32.5 23.7 Services, communications & finance 22.2 16.6 Agriculture 9.6 16.6 Electricity,
gas & water 1.0 1.8 Oil 0.0 27.2 Mining 2.0 0.3 Construction 4.0 3.0 Sources: Bancomer Economic
Research Department, and Statistics, Geography and Informatics Institute (INEGI).
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